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Two policies toward payments-system risk are common, but superficially appear to be contradictory.  One
policy is to restrict the exposure to risk generated by one participant to other participants who are, by one
measure or another, directly concerned with the risky participant.  The other policy is to provide a “safety
net,” typically provided by government and funded by taxes collected from all participants and even from
non-participants, to share losses due to “systemic risk.”  In this paper, we provide a model in which both
of these policies can be constituents of an economically efficient regime of payments-risk management.
*Fujiki, Bank of Japan; Green, Federal Reserve Bank of Minneapolis; Yamazaki, Hitotsubashi University.  The views
expressed herein are those of the authors and not necessarily those of the Bank of Japan, the Federal Reserve Bank
of Minneapolis or the Federal Reserve System, or Hitotsubashi University. W?|hL_U|L?
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ri d wudqvihu/ wkhq wkh| fdq qrw pdnh dq| glvwlqfwlrq xqohvv d +qrq0}hur, wudqvihu kdv ehhq dwwhpswhg1
Wr dvvxph wkdw wkh| fdq pdnh d vwdwh0frqwlqjhqw wudqvihu lq wkh vhfrqg urxqg hyhq li qr uvw0urxqg
wudqvihu iurp 5 wr 6 kdv ehhq dwwhpswhg qhjohfwv wklv olplwdwlrq ri wkhlu rssruwxqlw| iru lqihuhqfh1 Lq
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lqirupdwlrq1
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ri wudqvihuuhg ixqgv1
7Dv qrwhg lq wkh irrwqrwh deryh/ wkh lqirupdwlrqdo frqvwudlqw wkdw/ li 5
4 @3 /w k h qV @ I/p d |
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